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What’s happening to the sales tax?
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Rates are getting higher. ..
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Combined State and Local Sales Tax Rate (derived)
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A greater share of the revenue is going for
local purposes. ..

Share of Sales Tax Revenue
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A greater share of state revenue is being
earmarked . ..

General Purpose and Earmarked State Sales Tax Revenue
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The base is shrinking . . .

Sales Tax Base as a % of Utah Personal Income
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Source: US Dept of Commerce, Bureau of Economic Analysis. And Utah State Tax Commission



Why is the base shrinking?

Changing purchasing patterns

e Goods becoming relatively cheaper
e Aging population
e More services are being purchased

e Cost of medical services outpacing
inflation

e Sharing economy

Sources: “E-Commerce in the Context of Declining State Sales Tax Bases”
Donald Bruce & William Fox. National Tax Journal. Vol. LIl No. 4, Part 3.



Consumption is shifting . . .

US Personal Consumption Expenditures
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Why is the base shrinking?

Changing purchasing patterns

e Goods becoming relatively cheaper

e Aging population

e More services are being purchased

Cost of medical services outpacing inflation
e Sharing economy

Remote transactions

Technological change

e Digitization of goods (software, books, music)

Legislated exemptions

Sources: “E-Commerce in the Context of Declining State Sales Tax Bases”
Donald Bruce & William Fox. National Tax Journal. Vol. LIl No. 4, Part 3.



What is taxed?

Exclusions

(transactions that are

. not part of the tax
Transactions base)
that are Taxed




Where does the money go?

Revenue goes into GF

When times When times
are bad are good

General
Fund

Transportation

Medicaid, higher education, criminal
justice, and other services funded by GF



Things you can’t change. ..

Boomers are aging and spending less on taxable goods

Wither the Millennials? Will they:

* Buy vs. Share  Digital vs. Tangible
* Rentvs. Own * “Possess” vs. “Experience’

Remote transactions (if Congress does nothing)

H

Savings rates/paying down debt

Digitization of goods

Sharing economy

General household consumption patterns




Things you can change . . . but are really hard

Broaden the e To what?
base? e Medical services?

Change the e Tax more of household consumption
base? but less of business inputs

slellelngl=iflgl= elgl e State rate
i~ 2c:-- - e Authorization of local options




Things you should probably planon.. ..

Learn to live with
sluggish sales tax
growth

Maybe going to the
sales tax “Well” a
little less often




